MTD Phase 2 — Are you Ready?
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Webinar Housekeeping sage

Your microphone is
muted automatically

Send us your
guestions

Ask the staff a question

Switch to full
screen
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Introductions sage

Verna Gellvear Amy Noblett Chris Downing
MTD Readiness Product Manager Director for Accountants
HMRC Sage and Bookkeepers

Sage
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Agenda

Recap on Making Tax Digital from HMRC

Making Tax Digital Roadmap & Timescales

Overview of the Legislation and what this means for your practice
How Sage will help and support you & your clients

Q&A’s
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Recap on Making Tax Digital - HMRC




The MTD journey so far sage

Private pilot to test
MTD for Income Tax

2015 2017

S
\

‘Death of the

tax return’ Jul Decision to slow the

Private pilot to 2017 pace of MTD
test MTD for VAT

Apr /
< 2018

| I I I I I L L I | ,

Live pilot to test

MTD for VAT MTD for VAT The next phases for

goes live MTD announced

July

2020
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MTD for VAT so far .....

Over 85% of all Over 30% of non- _—
- : ) : Over 6.5 million VAT
Over 1.4 million sign- business mandated to mandated businesses returns have been
ups for MTD for VAT so join MTD for VAT are have signed up to submit ;
: successfully submitted
far now signed up to the MTD VAT returns :
; : through the MTD service
MTD service voluntarily

MTD evaluation for VAT published in March 2020 found that:

» Businesses using fully automated MTD software were starting to benefit from Neutral to pqsitive
improving working practices, reducing scope for error and time savings feedback received my
HMRC on the
Some businesses had already reported wider productivity gains and reductions announcement of the
» in input errors future mandation of MTD
for VAT and other business
» MTD had the potential to be a significant driver of technology uptake among and for ITSA
businesses
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HMRC Roadmap & Timelines

CT Consultation

Consultation on MTD
for Corporation Tax
issued. HMRC will

not mandate MTD for

CT prior to 2026

2/11/2021

VAT Extension

VAT Soft Landing Income Tax Pilot
Extension of soft The current pilot for
landing period for MTD for Income Tax
maintaining digital extended to enable

links for all parts of ~ MOre businesses to
functional join (removal of current

compatible software  restrictions on joining)
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sage

ITSA Mandation

MTD will apply to all
VAT-registered
businesses for their
VAT obligations

Businesses & landlords
with business income
>£10k per annum which
are liable for Income Tax
will need to keep digital
records & use software
to update HMRC
quarterly
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Introduction to MTD for Income Tax




Introduction to MTD for ITSA sage

Finance (No.2) Act 2017 provides certainty about the broad framework

in which Making Tax Digital will operate
Secondary legislation for VAT laid in February 2018, which came into

force from April 2019.

Self-employed businesses & landlords with annual business or property
Income above £10,000 will need to follow the rules for MTD for Income Tax
from their next accounting period starting on or after 6 April 2023.

Keep digital records of income & expenses for each business.

Update HMRC at least every 3 months via software.

Submit allowances & adjustments for each business at least once a yeatr.
Finalise of business income sources with an End of Period Statement.
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Who’s Affected

Sole-trade
businesses

2,535k

2/11/2021

Landlords

900k
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Partnerships

450k

sage
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What It Means For Those Affected sage

Sign up prior to start of

first accounting period
after April 2023

Bring together all
data, including
business & non-
business, needed
to finalise their tax
position & reach
the final tax
liability.

Update HMRC
guarterly with a
summary of
business income &
expenses for each

business.

Determine whether
they meet the
criteria for MTD &
sign up through
their digital tax

account.

At the end of the
tax year, finalise
the taxable profit
or loss for the
business, making
adjustments for
allowances &
reliefs.

Keep ‘digital
records’ of all
business income &
expenses,
categorised in line
with Tax reporting.

Submit Final

Declaration & pay
tax liability by 31 Jan

14
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What It Means In Year 1

2/11/2021

sage

Self Assessment: non MTD:

Tax Year 2022/23

Tax payer has until 31 Jan following the end of
the tax year to file their return & pay any tax
due.

2022/23 will be the last non-MTD period for
most, with a filing deadline of January 2024

Prep & filing of 2022/23 return

Self Assessment: MTD:

Tax Year 2023/24

Sign Up to MTD Quarter 1 Quarter 2 Quarter 3 Quarter 4 End of Period Statement (2023/24))

Business income is now updated quarterly & finalised at the end of the tax Final Declaration (2023/24)

year through EOPS. The final declaration brings together all income sources
(including what has been submitted through MTD) to arrive at final tax
||ab|||ty * Submissions
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Sign Up

* Businesses that fall within the scope of MTD will need to
be signed up prior to the start of their first accounting | IR T Ao ERE

period post April 2023. will help to identify clients
- : : : early & manage the
« Driving awareness with clients will be key to ensure a pmgess :
smooth transition, keep in mind overlap with previous tax e BUEiiEss CeeaumiiG
year. period start & end dates
 Clients can sign up directly or by you as their agent. will determine when they

You'll need to be authorised to act for the client to do this. neeaioiransition:

« Expected that there will be a sign up ‘window’ for each

|dentify clients with more

: _ _ | than one eligible
business, depending on their accounting year end. business.
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Maintain Digital Records

 ‘Digital records’ for a business means records of each of

the transactions made In the course of the business, v/ Start getting clients in to
including amount, dates and HMRC tax categories. 'good habits” now when it
_ _ comes to record keeping.
« Keeping only paper records will no longer be acceptable. /' Promote benefits of
« Spreadsheets will continue to be accepted, but efficiencies of ‘going
compatible software will be needed to send the updates digital’
to HMRC, retaining digital links. v' Consider process for

distinguishing
o transactions where there’s
minimum. more than one business.

« Date, amount & tax category must be captured as a
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Update HMRC Quarterly

“An electronic submission of summary totals for specified
categories from the digital records of each business on a
quarterly basis (obligation period) from the software to
HMRC using APIs.”

 The first submission should include ‘designatory data’
about the tax payer & the business.

« Updates are due from 10 days before, to one month after
the quarter end date.

« The update does not need to include a statement that the
data is complete & accurate — no tax is paid at this point.

« HMRC return a calculation of the tax liability based on the
iInformation sent.
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v’ Consider the impact on
your work load of more
frequent reporting.

v Revised terms of
engagement & fees.

v Consider the accuracy of
a tax estimate.

v Remember updates are
for each business.
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ﬂ End of Period Statement

* Process to finalise the taxable profit or allowable loss for
any one source of business income.

e The process will pull the information already submitted in
the quarterly updates & make adjustments/additional
Information — such as allowances & reliefs.

 If not already included in quarterly updates, disallowable
expenditure must be adjusted for.

e The submission must Iinclude a declaration that the
Information is complete & correct.

 Once submitted, HMRC return a tax calculation.
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v' Consider the benefits of
filing immediately after the
tax year.

v" Annual adjustments can
be submitted ‘real time’ —
you don’t have to wait.
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« Also referred to as crystallisation, this is the process to
bring together all data needed to finalise tax position &

. L v' Think about the full end t
reach the final tax liability. pe anaH e TR Ent o

end workflow.
« It takes in to account all sources of income & gains, v Encourage clients to

whether business or otherwise. provide more ‘real time’
- |t effectively replaces the SA100 tax return. JIPLEIES On Nem-slEness
INCOMe sources.
« 31 January deadline for filing & payment of tax.
« Any income tax liability must also be paid by 31 January.

« HMRC will provide a Submission Interface to allow filing
without the need for software.

v End of the January rush?
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What did we learn from MTD for VAT? Sdge

Start Self Seek out
early experience support

Communicate Work with
regularly and open minded
often client

Create time
and capacity

Solving the problem Optimising the opportunity Maintaining work/life balance
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MTD —your 4 step journey Sdge

» Headspace

» Trading types by client (could be multiple)

* Practice MTD strategy and pricing * Year ends
* Understand HMRC proposals & educate team _ * Bookkeeping method — software, manual,
Plan & prepare Client Excel

* |dentify Sponsor and Champion in your firm :
y=p P y segmentatlon

o

* Review software, process, authorisation, * Rankand capability — skill vs. will

engagement

« Agent Services Account (part 2)

+ Onboarding
+ Configuration

« Who and when

e Client communications — emails, letters, calls,

+ Training visits, webinars/client seminars
+ Review Onboard & Communication « Practice — social, blogs, video
+ Service plan measure « Timing

+ Record and monitor /\7|‘ ﬁa

—# checked + converted |||||
— # adopting automation # seeking advisory

Discovery meeting MTD solution Onboard & keep informed



Optimising the workflow Sdge

Accounting and Data hub Submission tools and management Gov Portals

Data Capture

Sage Bank feeds VAT submissions
Bank statements VAT Centre
: S HM Revenue
Invoices CIS submissions & Customs
Supplier statements sage Final Accounts Online
@
Expenses AutoEntry ACCO N t| N Corporation Tax Online 8
g Companies
Email to bills Personal Tax Online House
Supplier portal fetch MTD submissions
Sage Payroll Advisory Services
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Help from Sage Sdge

sage

Here to help

Sage

MTD University

Oo o
comms pack ﬂl]a

Client
segmentation
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Any questions?



Join the ICAEW Small Practitioners (SP) Community j«

CAEW

* Follow this link to join: www.icaew.com/smallpractitioner

* Free and exclusive for all ICAEW members
» Keep abreast of topics affecting the SP Community

* Book your place on our webinars, workshops and conferences.
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http://www.icaew.com/smallpractitioner

What did you think of this webinar?

Let us know by completing our survey. Click the icon highlighted below.

You can complete it now, or it will appear at the end of the webinar.

Help us improve our digital services with your feedback.
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